STATE OF MAI NE Docket No. 94-254
PUBLI C UTI LI TI ES COW SSI ON (Reopened)

June 4, 1998

PUBLI C UTI LI TI ES COVMM SSI ON PROCEDURAL ORDER
Request for Comm ssion Action to

| nvestigate the Level of Revenues

Bei ng Earned by NYNEX and

Det erm nation of Wether Toll and

Local Rates Shoul d Be Reduced

l. INTRODUCTION

On April 21, 1998, the Conm ssion issued an order reopening
this docket to reconsider howto treat funds that nay not be
expended by Bell Atlantic on behalf of schools and libraries.
The Order asked interested parties to file comments by My 4,
1998. Bell Atlantic requested the comment deadline be extended
to May 18, 1998. The Hearing Exam ner granted that extension by
Procedural Order issued on April 29, 1998. The Comm ssion
subsequently received nore than 150 comments fromBell Atlantic
rat epayers and individuals representing various school s,
Iibraries and organi zati ons.

The Comm ssion will hold a hearing on July 1, 1998, to
receive further comments. This Order 1) explains why the
Commi ssion reopened this docket; 2) sumrarizes selected witten
coments received; 3) solicits additional coments on certain
guestions, and 4) describes the purpose of the hearing and the
heari ng procedures.

11. REOPENED DOCKET NO. 94-254

The comments of sone parties indicate that there may be a
m sunder st andi ng about the Conm ssion's original order in Docket
No. 94-254 and the Conmm ssion's reasons for reopening this
docket. This section briefly describes the original order and
our decision to reopen the order, so that all original parties
and interested persons understand what the Conmm ssion intends to
acconplish in this reopened proceedi ng.

A Docket No. 94-254 Order May 15, 1995

I n Docket No. 94-254, the Conm ssion conducted an
investigation to determ ne the proper |evel of earnings and
revenues for Bell Atlantic-Mine (then known as New Engl and
Tel ephone Conpany d/b/a NYNEX). |In a conpanion case, the
Comm ssi on consi dered whether to institute an alternative nethod
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for regulating Bell Atlantic's rates. Public Utilities
Commission, Investigation Into Regulatory Alternatives for the
New England Telephone and Telegraph Company d/b/a NYNEX, Docket
No. 94-123. The Comm ssion concl uded both cases sinultaneously,
with the revenue requirenents findings (determned in 94-254),
serving as the starting point for the Alternative Form of

Regul ation (AFOR) adopted by the Commi ssion in 94-123. The

Comm ssion found that an annual revenue decrease in the amount of
$14, 446, 000 was warranted. The Conmi ssion required Bell Atlantic
to change its rates in order to decrease its annual revenues by
$10.446 mllion and to use the remaining $4 mllion of the
revenue decrease to "reduce rates and/or provide additional
services or equipnent to Maine's schools and libraries.” Docket
No. 94-254, May 15,1995 Order at 58. The Comm ssion directed
Bell Atlantic to begin accruing $333, 333 per nonth for this

pur pose begi nning June 1, 1995. The Comm ssion al so directed
Bell Atlantic in consultation with interested persons, to devel op
a proposal for spending the school and library noney. ld. at
59.1

After receiving Bell Atlantic's proposal and comments
fromother parties, the Conm ssion adopted a plan on January 5,
1996. The plan provided for a free 56kbps connection to the
Internet for Maine's schools and libraries along with basic
training and conputer grants. To address the concern that "one
size mght not fit all,” a school or library desiring a higher
speed or different type of connection to the Internet could apply
to receive funding equivalent to the cost of the 56 kbps
connection. The Conm ssion determ ned that Bell Atlantic's
"costs" would be neasured as its increnmental (out-of-pocket)
costs. The Conmi ssion also directed Bell Atlantic to continue to
accrue $333, 333 per nonth through May 31, 2000. The commi ssion
stated: "[wl e do not presently anticipate that this source of
funding will be renewed after the 5-year term Accordingly,
schools and |ibraries should plan for their own funding of these
services and equi pnent after that tine." Docket No.

94- 254/ 94- 123, January 5, 1996 Order at 20.

As explained in the Comm ssion's Order reopening this
docket, by Decenber 31, 1997, virtually every eligible school and
library desiring a connection to the Internet had received a

! Some commenters described these earlier proceedings as an "agreement” that the
Commission should honor. The Commission ordered Bell Atlantic to undertake certain
activities following adjudicatory proceedings. These issues were not resolved by
stipulation or agreement. The Commission has the statutory authority to rescind, alter
or amend any of its orders. 35-A M.R.S.A. § 1321.
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56kbps connection or the equival ent value to purchase an
alternative connection.?
B. Pur pose of Reopened Docket

The Comm ssion reopened this docket to explore options
for dealing with funds that may not be needed to achieve the
original purpose of the project: "to provide schools and
libraries a mninmum|level of connection to high capacity services
at the | owest possible cost to NYNEX's [Bell Atlantic's]
custoners."” Docket 96-900, May 16, 1996 Order at 3. Bel
Atlantic, as of May 30, 1998, has accrued $11,999,988 fromits
ratepayers. Bell Atlantic projects that the school and library
project as currently designed and inplenented wll cost Bel
Atlantic $9,474,273. Therefore, the Comm ssion nust make a
determ nation about the funds that are being set aside that may
not be necessary. The Conm ssion's May 1995 order stated: "If
NYNEX s ultinmate proposal uses only a portion of the $4.0
mllion [per year] to support services to schools and libraries,
then the remaining portion nmust be used for toll reductions.”
Thi s docket was reopened to determ ne whether the Conm ssion's
earlier decision to use unspent funds for toll reductions is
appropriate in light of current circunstances. There is no
intent to termnate the current program before My 2000.

Bell Atlantic's comments reflect a m sunderstandi ng of
the Comm ssion's original order and the purpose of this
proceedi ng. As expl ai ned above, the Comm ssion found that Bel
Atlantic was overearning by $14 mllion. Therefore, Bel
Atlantic was directed to reduce its revenues by $14 mllion at
the start of the AFOR. This was done by reducing rates by $10
mllion and requiring Bell Atlantic to upgrade its services to
schools and libraries with the remaining $4 nillion.

Bell Atlantic clains that although excess revenues nay
have existed in 1995, reductions in Bell Atlantic's toll and
access rates that have occurred since that tinme have exceeded any
anount s designated for schools and libraries or for prospective
toll reductions, so no further reductions are necessary. Bel
Atlantic msunderstands that the Commr ssion renoved $20 million
of revenues through May 2000 (ie., $4 mllion for each of five
years) fromuse by Bell Atlantic. The Comm ssion found this
anount to exceed |levels that were just and reasonabl e.

I nt erveni ng events have no relevance to that finding. |In fact,

2 As of December 31, 1997, 706 public schools, 84 private schools, 20 alternative
schools, and 295 libraries were connected. Of these, 118 chose to receive alternative
equivalent funding (AEV). 73 AEV sites chose 10 mbps speeds using cable modems.
The remaining 44 chose ISDN, T-1 or other connections through a local telephone
provider other than Bell Atlantic. The project also offered every library a free phone
line; 241 have been installed.
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the recent stipulation approved by the Conm ssion, to which Bel
Atlantic is a party, made certain changes to the AFOR but did
not address the appropriate ratenmaking disposition of any
potential surplus in the escrow account for schools and
libraries. The stipulation specifically stated that nothing in
the stipulation affected the Conmm ssion's jurisdiction over the
use of those funds and their ratemaking disposition prior to the
expiration of the AFOR  Docket No. 94-123 (Reopened) (March 12,
1998). Bell Atlantic statenents that a "surplus" no | onger

exi sts due to intervening events i s neaningless. The Conm ssion
is not here reconsidering its original revenue requirenent

deci sion of May 1995. |Instead the Comm ssion is seeking comrents
on the use of the funds for schools and libraries, and if all the
funds are not used for that purpose, it is seeking coments on
the proper rate design of the rate reduction.

C. Comment s Recei ved

Sonme commenters, including the Public Advocate and
AARP, agreed with the suggestion in the Comm ssion's April 21
Procedural Order to return any excess funds as a reduction in
basic rates. The Mii ne Chanber and Busi ness Alliance supported
keepi ng any reduction on toll rates.

At |l east ten commenters asked that the funds be used
for new purposes such as connecting | egislators or senior
citizens centers to the Internet. The Tel ephone Associ ation of
Mai ne asked that any excess be held for "future tel ephony revenue
deficiencies.” The Conm ssion i s not considering new purposes
for the funds beyond directing funds to benefit schools and
libraries or reducing rates for other Bell Atlantic custonmers, as
contenplated in its original order.?3

O her comenters suggested that the Conmm ssion begin an
investigation into whether a state tel ecomuni cati on access fund
simlar to the federal funding of the E-Rate is necessary, as
aut hori zed by 35-A MR S. A 8§ 7104-A (1)(c).

The majority of comments received fromindividual s and
organi zati ons representing school or library interests asked the
Comm ssion to spend any renmai ning funds to support additional
training, conputers, and hi gher speed connections for schools and

® One commenter suggested excess funds be used to connect superintendents' offices
to the Internet. The Commission previously decided that access was to benefit
students and library patrons. The Commission did permit superintendents to pay for
their own connections but allowed them to use the MSLN backbone for free. Public
Utilities Commission, NYNEX School and Library Project, Docket No. 96-900 (Nov. 7,
1996). The Commission understands that all superintendents currently have Internet
access.
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libraries. The Mai ne Tel ecommuni cations Users Goup al so
supported continued use by schools. Sone comenters made
speci fi c suggestions on how the funds should be used. These
coments are summari zed in the next section, followed by a series
of questions for which the Comm ssion seeks additional coments.

D. Speci fic Suggestions/ Addi ti onal Questions
1. Assi stance Filing E-Rate Applications

The Comm ssion's order reopening this docket
suggested that the Federal E-Rate program could conpl enent the
MSLN project by providing discounts for nore advanced servi ces.
According to a nunber of comenters, sonme Mi ne schools and
libraries did not file federal E-Rate applications due to
conpl exities associated wth the application process. The
Comm ssi on understands that the State Library and Departnent of
Educati on have designated certain staff nmenbers to assist in this
process (See ww. state. nme.us/nsl/erate. htm. One commenter
suggested funds could be used to further assist schools and
libraries with the application process.

a. What type of assistance is currently
avai | abl e?

b. What additional assistance is needed?
Why ?

C. Who coul d provide the assistance and how

much would it cost?
2. Upgrade of Sites with Denonstrabl e Need

Many comrent ers suggested that any remai ni ng funds
be used to pay for higher speed connections to the Internet.
Sone argued the Federal E-Rate discounts were not sufficient or
the E-Rate programwas too new to know whether it will benefit
Mai ne's schools and libraries. Some comenters al so expressed a
concern about slow speeds on the Internet. Qur School and
Li brary Advi sory Board has been exam ning the speed issue over
the past five nonths. It appears there are nyriad reasons why
speeds may be slow. The Board has | earned that nore than
sufficient capacity exists in the MSLN backbone provided through
the University of Maine. The University exam ned sites that had
conpl ai ned of slowness and found that conplaints were due to
everything frominadequate inside wiring, and out-of-date
software, to m suse of a school website that was overloading its
connection wth incomng traffic. There are, however, sone sites
that during some part of the day are fully using their 56 kbps
capacity. The University is encouraging sites to better manage
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their traffic to free up capacity. There are al so speed problens
beyond Maine's borders that cannot be controlled by MSLN

One commrenter suggested a "swat teant approach may
be useful. Funds could be used to pay for 1-2 technicians to
visit individual sites to custom ze solutions to perceived
pr obl ens.

a. Wul d such a swat team be useful ?

b. How should it be arranged?

C. Should its costs be borne entirely by
Bell Atlantic? O should costs be
shar ed?

3. On-site Training

Al t hough the project has already allocated
$815, 000 for training over the past 2 years and trained
representatives of schools and libraries between Septenber 1996
and 2492 (with an additional projected trained by Septenber
1998), a nunber of commenters continued to request additional
training, particularly training customzed to a site's individual
needs. The current training is offered at specific |ocations
requiring travel and in sonme instances release tine from work.

a. Pl ease comment on whet her one or nore
time full-tinme trainers "riding a
circuit," visiting individual sites,
woul d be usef ul

b. Since training can be virtually
unlimted (ie., everyone can al ways
| earn nore), which basic conpetencies
shoul d be avail able at each site before
this project ends, and for how many
peopl e?
4. Reduction in Rates

Sone commenters opposed reducing basic rates as
opposed to toll rates with excess funds.

a. Coul d the Comm ssion reduce toll rates
by expandi ng or changing basic calling
areas? How?

b. | f the Conmm ssion reduces basic rates,
how shoul d the reduction be apportioned
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bet ween busi ness and resi denti al
cust oner cl asses?.

111. PROCEDURES

As described above, the Conm ssion received many suggestions
on how addi tional funds m ght be spent to benefit schools and
libraries. The Comm ssion al so heard from sone opposed
addi tional spending. To take additional comments and to further
expl ore sone of these suggestions, the Conmmission will hold a
hearing on July 1, 1998, beginning at 9:00 a.m in the
Comm ssion's Hearing Room 242 State Street, Augusta Mi ne.

I nterested persons may file witten comments on the questions
|isted above, by June 24, 1998. Anyone wishing to be heard
orally must submt a prehearing nenorandumno |ater than June 26
1998. The neno should list the name of the intended w tness, the
specific subject(s) to be addressed and a tine estimate for the
presentation. Wtnesses are encouraged to consolidate their oral
present ati ons.

A prehearing conference will be held on Mdnday, June 29,
1998 at 2:00 p.m in the Comm ssion's Hearing Roomto deal with
any procedural issues and to discussing the witness schedule for
the hearing. Time |limts and consolidation of wtnesses may be
required so that everyone desiring to speak may do so.

Persons who w sh to participate in either the prehearing
conference or hearing by tel ephone, should contact Debby Pushard
(287-1566) by June 26, 1998. Persons with real-tinme audio
capabilities can also listen to the hearing through the
Comm ssion's website. Please see the Conm ssion website |ater
this nmonth for further details.

Al'l parties to the original Docket No. 94-254 will continue
to be considered parties to this proceeding.* Any party not
desiring to participate in this reopened docket shoul d contact

* Office of the Public Advocate; Department of the Secretary of State; Neighborhood
Action Coalition of Greater Portland; Maine Association of Independent
Neighborhoods; American Association of Retired Persons; Pine Tree Telephone and
Telegraph Company; Hartland & St. Albans Telephone Company, Island Telephone
Company, Somerset Telephone Company, and Warren Telephone Company (TDS
Companies); MCI Telecommunications Corporation, AT&T Communications of New
England, Inc., Sprint Communications Company L.P., Time Warner Communications,
New England Television Association, Maine Telecommunications Users Group;
Frederic A. Pease; U.S. Cellular Operating Co. of Bangor, Inc., Lewiston Cell Tel Co.,
Maine RSA #1, Inc., Maine No. 2 Cellular Telco, Inc., and Maine RSA #4 Limited
Partnership; George Romoser; Department of Education, Maine Library Association,
Maine Educational Media Association and Maine Library Commission. The Maine
Community Action Network was also a party to Docket 94-254. We were unable to find
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the Comm ssion's Adm nistrative Director and ask that its name be
removed fromthe service list. Al persons who filed coments
have been added to the interested person service list. A copy of
this Procedural Order is being sent to all parties and interested
per sons.

Dat ed at Augusta, Maine this 4th day of June, 1998.

BY ORDER OF THE HEARI NG EXAM NER

JOANNE B. STENECK

its address for purposes of mailing this order.



